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THIRTY YEARS IN THE GRAIN TRADE. 

BY EGEBTON B. WILLIAMS. 



Ok viewing briefly the history of the grain trade for the last 
three decades, which measure nearly the limit of the writer's ex- 
perience, the chief difficulty encountered is not that of calling to 
mind the many prominent changes, developments and their most 
important effects, but of giving full credence thereto ; and this in 
the face of personal knowledge of many of them and of authentic 
statistical corroboration of many more. In no previous thirty 
years of this country's history has such phenomenal progress been 
made in all that pertains to man's material welfare — progress so 
far beyond any precedent that we are tempted to believe there can 
be no counterpart in the future. 

In this article we shall consider the word " trade " not merely 
in the ordinary significance of traffic, but in the broader sense, 
inclusive of production and consumption. 

The first effect of an extended and cheapened telegraphic ser- 
vice was the seeming drawing nearer to each other of the grain 
importing countries of Europe and the exporting countries of 
America, Asia, Australia, and Argentina, resulting in an almost 
complete abandonment of the old — and since Europe's infant 
commercial days — established custom of procuring and storing 
supplies several months in advance of their requirements. A 
hand-to-mouth system was adopted, purchases were made by 
cable, and time of shipment arranged to meet the wants of the 
European miller and corn factor. This new method brought 
about in time keener competition and reduced commissions or 
profits to the exporter, the importer, and the European factor. 

The differences in value between the markets of consumption 
and those of production narrowed to an unprecedented extent, 
and this narrow margin for expenses and profit has, in exceptional 



26 THE NORTH AMERICAN REVIEW. 

instances, continued ever since, and bids fair to continue indefi- 
nitely. This reduction in the cost of delivered grain inures, of 
course, chiefly to the consumer's advantage. 

It is an anomalous condition of things commercial, but never- 
theless generally true, that the more grain there is to be trans- 
ported the less are the per-bushel-earnings of the inland and ocean 
carrier. The solution lies in the fact that, as a rule, large crops 
produce low prices, consequent upon supply being in excess of 
demand; and low freights are the usual accompaniment of low 
prices. The converse of this proposition is generally a commer- 
cial fact. 

The railroads of late years have entered so keenly into com- 
petition with the Lake routes for the grain traffic that, to meet 
this speedy, effective, and cheap land transportation, the con- 
struction of steam vessels and tows of very large capacity and in- 
creased speed, became imperative. These lake leviathans require 
in the aggregate but few men for their management, and being 
run at very small expense, compared with other tonnage differ- 
ently constructed, or, when their immense capacity is considered, 
have been able not only to successfully compete with land tran- 
sit, but to make such minimum rates of freight as to result in 
driving from the traffic — if not from the lakes — vessels of small 
tonnage, and in placing a permanent embargo upon their further 
construction. 

Freights have fallen from an average range on the lakes of 
7-15c. to l-3c. ; on the ocean, from 10-15c. to 2-6c. ; and all 
rail to the seaboard from 30-45c. to 9-15c. per bushel. 

The adoption of the hand-to-mouth policy by our millers and 
dealers (and this same policy governs their customers and their 
customers' customers, until the purchaser of the 10-pound bag 
of flour is reached) is largely due to the narrow margin of profit 
generally obtainable. This profit is not very infrequently, par- 
ticularly in large transactions, so small and unremunerative that 
a reversal of the old system is very often the safer course. Sale 
is made by the miller of his product, and by the dealer of grain 
or flour, before the purchase is effected. What can better illus- 
trate the radical change a few short years have effected in busi- 
ness methods than we here find, in that, what at as late a period 
as the 70's was deemed hazardous gambling, indulged in by a few 
and frowned upon by a vast majority, is now commended and 
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preferred by the most conservative. In fact, it is this class who 
most frequently make sale of property not at the time in their 
possession nor owned by them. 

"We well remember how very slow Europeans were to take ad- 
vantage of the above noted method of protection against loss of 
moment on their purchases, even when strongly adverse markets 
with them offered the most convincing motive. But these theo- 
retic moralists are to-day, and of late years have been, among the 
largest " wind " operators on our exchanges, and, more than 
that, have transferred flourishing twigs from this indigenous 
American speculative plant to their own shores. 

Paralleling to some extent in importance and degree, the phe- 
nomenal increase in grain area and production in the United 
States, has been the decline thereof in England since 1869, when 
free trade in wheat and all other farm products was first fully es- 
tablished. In that year about 97 per cent, of England's popula- 
tion, viz.: 18£ millions out of a total of 19 millions, were fed 
upon English home-grown wheat. In 1890, with a population 
of 25 millions, only 5 millions were supplied with English wheat, 
a falling off of 77 per cent. 

The decrease in wheat acreage in 40 years, from 1846 to 1886 
was nearly 66 per cent., viz.: from 3 \ million acres to 1,200,000 
acres. This decline is not attributable to exhaustion of wheat 
lands, for the average yield continued to be, and still is, about 
28 bushels per acre, against 12-& in the United States, 16 in 
France, 11 in Germany, 8 in Russia and 10 in Italy. " It is al- 
most certain that the wheat area (English) will be the smallest in 
a century" {Mark Lane Express, October 15, 1894). Abetter 
appreciation, by the general reader, of the extent of the disaster 
resulting from a falling off in home crops sufficient in 1869 to 
feed 97 per cent, of population, to crops competent to supply 
only 20 per cent, in 1890, can be gathered from the following 
data obtained from figures furnished by " Her Majesty's Com- 
missioner of Customs." 

In 1890, the imports of the United Kingdom of wheat, wheat- 
meal and flour amounted in value to 270 millions of dollars. Total 
imports of farm products, liv< animals included, in the same 
year reached the enormous total of 555 millions of dollars, or 
more than one-third of the whole value of British exports of all 
classes for the said year, and at the rate of about 14J dollars per 
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capita. These enormous importations appear incredible when 
WO consider that the British Isles have about 45 millions of acres 
of arable land to maintain less than 40 millions of people — being 
over 1£ acres for each inhabitant. 

The estimated British imports, wheat and flour, for 1895 are 
189,799,680 bushels, against 152,474,000 in 1890, and 119,894,431 
in 1877. 

In most striking and, to us, most gratifying contrast to the 
above truly appalling figures is the exhibit of our agricultural 
condition made by ex- President Harrison in his last annual mes- 
sage. We quote as follows: " The value of total farm products has 
increased from $1,363,646,866 in 1860 to $4,500,000,000 in 1891, 
as estimated by statisticians — an increase of 230 per cent." The 
total farm value of grain, hay, potato and tobacco products alone 
reached in 1894 the enormous total of $1,630,861,632, with prices 
at minimum figures. The average annual increment from 1821 
to 1890 is stated at $901,000,000. The wealth added in the thirty 
years 1860 to 1890 was forty-nine milliards — more than the total 
wealth of Great Britain. Agricultural wealth has been quadrupled 
in forty years, and urban wealth has multiplied sixteen-fold. 

When, in addition to the enormous decrease in England's 
acreage, we reflect upon the low wheat values which, with oc- 
casional exceptions, have ruled during the past four years — 
notably this year — bhe impoverishment of the English farmer de- 
pendent upon grain products can be, in a measure at least, im- 
agined. He is favored with a high average yield and low wages, 
but these advantages are more than offset by high rentals and 
low prices. The excess of price which he obtains beyond that of 
the American farmer is by radical reduction in through trans- 
portation, inland and ocean, very greatly less than that prevail- 
ing a comparatively few years ago. While the American farmer 
pays higher wages, he pays less of them, through the substitution 
of steam and horse machinery for manual labor. Again, his land 
freehold, the price paid per acre for his land in the far West and 
Northwest, is in many instances less than the leasehold of his 
English competitor. This the latter pays yearly, the former but 
once. Statistics show that the i rmer in England pays in rental, 
taxes, and poor rates about $14 per year on every acre of wheat 
land ; and the wheat producer of America who rents his farm pays 
on an average in rental and taxes only about $2 per acre. 
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The lowest price for English wheat recorded in 104 years was 
17s. 7d., or 52c. per bushel in October, 1894, against $1.78i, aver- 
age in 1 873, and $1.22|, average for 21 years— 1873 to 1893. The 
average price in each decade for 250 years — 1640 to 1890 — was 
$1.53 per bushel. The highest in this period was $3.79£, in 1812. 
In 1243 the price ruled as low as 2s. per quarter, or 6c. per 
bushel, and in 1597 as high as $3.12. In this connection we give 
the following extract from an English journal : " A national con- 
ference of British agriculturists was lately held in London, 
attended by representatives of nearly every organization of 
farmers in the kingdom. A dispatch says that doleful tales were 
interchanged among the farmers present of farms being deserted, 
the soil untilled, and agriculture brought to the verge of ruin. 
The Right Hon. Henry Chaplin said he feared the oldest indus- 
try in the country was near supreme disaster ; that the public 
had no idea of the gravity of the crisis, and that the constant and 
apparently limitless fall in prices had brought ruin to thousands 
of persons. When he mentioned protection as a possible remedy 
the word was received with wild cheering, and he was cheered 
with even greater enthusiasm when he .said that if he were com- 
pelled to choose between ruin of farming and protection, he would 
choose protection." 

What of the English miller in his race with the American for 
the English trade? The positively incredible increase in our ex- 
ports of flour the past few years — an increase so startling as to in- 
vite the skepticism of even those conversant with shipping sta- 
tistics — affords ample answer to the above query. That the 
American has proved an undoubted victor figures demonstrate 
beyond question. 

The total exports of flour in the two fiscal years 1892-93 and 
1893-94 were 33,479,870 barrels (sacks classified as barrels), of 
which 20,349,039 went to Great Britain. 

A factor in favor of the American miller is his incurring of 
through freight only upon the net product, whereas his com- 
petitor, who imports foreign wheat, necessarily incurs freight 
upon the net product and upon the offal from the wheat also. 

Another favorable factor is found in the reduced ocean freight 
obtainable upon flour shipped in bags of various sizes instead of 
barrels, by reason of the much greater facility for stowage of the 
former. Further benefit of this method of shipment is derived 
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from the increased demand from dealers in Great Britain and 
Continental Europe for packages of sizes to suit individual pur- 
chasers, large and small, and also from a saving of expense of 
extra handling and packing, inseparably connected with barrel 
shipments. 

We may therefore justly infer that the conditions, present and 
prospective, of the English miller, through the competition of his 
keen-edged rival, may be in not a few instances even worse than 
that of his farmer-countrymen ; the latter can, and in very many 
shires has, let his farm ''go to grass," and with some resultant 
profit ; while the former, having no alternative course, may find 
that, try as he may, " 10 mills do not make a cent." 

The American agriculturist, who, in company with agricul- 
turists the world over, has suffered the penalty of over-production, 
can trace a large portion of his own trouble to his own door. 
Unlike the more scientific European or Canadian farmer, who 
saves his soil by rotation of crops, the American maintains an 
unbroken monotony of wheat-raising, to the impoverishment 
alike of his land and of himself. Wheat in the Chicago market 
has fallen from an annual average of $1.11^- for twenty-six years 
1867 to 1892, to a minimum of 54 cents in 1893, 50 cents in 1894, 
and 49 cents in January, 1895. 

Verily, a knotty problem of the future is not the one agitated 
a few years ago : " How shall the nations of the world be fed ? " 
but, " What shall be done with the surplus that the nations pro- 
duce ? " There is a limit to the consumption, to the bread wants 
of the people of the inhabited portions of this globe of ours ; but 
statisticians have been unable to define the extent of the capa- 
bility of production, particularly of countries of continental 
area such as America, India, Russia, Argentina, Australia, and 
Canada. 

Exceptional partial crop failures, such as lately recorded in 
Argentina and now threatened in America, offer some temporary 
solution of the problem. Through such influences accumulated 
surpluses can be reduced. 

The aggregate production of those, which in the writer's youth 
were termed " the great wheat-producing States," the wheat belt 
of the country, would now afford a subject for merriment to the 
"Farmer Princes" of the far West, the possessors of farms each 
of which yields an output greater than that of counties in the 
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olden times. Maryland, Virginia, Pennsylvania, !New York, 
with her universally known fruitful Genesee Valley, Ohio, 
Michigan, Indiana, Kentucky, have been shorn of many of their 
wheat laurels. " Westward the star of empire takes its way." 
The control of the future destinies of this country will be deter- 
mined by the nation's majority whose dwellings will be west of the 
Mississippi; and thitherward has already travelled the "wheat 
empire." 

One of the greatest anomalies, probably the greatest, in the 
grain trade, is that the measure of value is determined by the 
comparatively small quantity that is shipped, and that the much 
greater quantity that is consumed at home is no more of an actual 
factor in the foreign market than if it did not exist. The first 
conclusion after consideration of this matter would very naturally 
be as follows : For the goods we send to the European market, in 
which we are aware we shall find competition from other sellers 
from other countries, of articles of the same or approximate 
quality to our own, for these goods we must accept the best bid 
obtainable and rest content therewith. But that the European 
prices should determine, should definitely and arbitrarily fix 
American values, that the less factor should control the greater, 
is an incongruity difficult for many to comprehend or with which 
to become reconciled. The burden of the complaint of the pro- 
ducing, milling, trading, and transporting interests is that the 
"verdict of values" is rendered in a foreign, competitive, con- 
sumers' market, where the preponderance of interest and of 
influence is on the side of low prices. That the classes named 
are the chief sufferers from low markets, and the home and foreign 
consumers the beneficiaries, " goes without saying." This foreign 
dictation is therefore by no means an unmixed evil ; in fact, 
those benefited are the great majority, and that there is no remedy 
is evident. The surplus of exporting countries must always 
determine home values, and this surplus must be disposed of in 
the world's markets. 

And what of the cotton producer ? Does he escape the foreign 
yoke ? By no means. The American cotton market quotations 
are virtually made in Liverpool ; the smallest fractional vibration 
of the " speculative pendulum " there meets with instant re- 
sponse on our exchanges. 

The list is not yet complete. England, the wealthiest of all 
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nations, and, with her colonies, the most extended, and the most 
ambitions for further extension, not content with controlling 
the values of our farm products, has sought, and in many in- 
stances with signal success, to largely influence if not control the 
products of many of our railways and also of numbers of our 
manufacturing industries. 

This she accomplishes, and it must be admitted fairly and 
honorably, by the purchase of large blocks of the stocks of these 
different corporations. This barter or exchange is mutually 
acceptable. America wants the British gold and England wants 
more remunerative investments than can be found at home. 

While it is true that the London stock market has by no 
means the effective or the continuous influence on the New York 
Stock Exchange that the English grain and cotton markets have 
on the American, and that at frequent times New York is the 
dominant force, it is undeniable that in no inconsiderable portion 
of each year our prices of leading railway and other stocks 
and bonds which are listed on the London Board are largely, if 
not wholly, controlled there. England, scores of years ago, 
earned for herself the proud title of " Mistress of the Seas "; has 
she not by peaceful methods also earned the title of " Mistress of 
the World's Export Markets ?" 

Lack of space prevents the discussion in this article of the 
following topics : The merits and demerits of the method of 
trading in grain for future delivery as evidenced in its practical 
■workings ; some of the probable effects of the present system of 
publication of weekly and monthly Governmental and State re- 
ports (of more or less questionable accuracy) of the "conditions" 
of the growing crops from the time the seed is sown until the har- 
vest is complete ; the effects of the full information given to the 
" consuming world" of the actual quantities of grain in our store- 
houses, coupled with approximate estimates of the surplus left in 
producers' hands; and prominent features connected with the 
almost complete abolition of the at one time universal and cen- 
turies-old custom of the sale and purchase of grain and flour 
through commission merchants, or agents who have been sup- 
planted by principals, with whom profit and loss, not commissions, 
are the reward. 

The system of purchasing and selling grain for future delivery 
was introduced, if we recollect aright, in the latter part of the 
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60's. We recall, as if it were yesterday, the first transaction 
made on our Toledo Exchange ; how, with " bated breath and 
startled ears," the members heard the offer and acceptance by the 
Presidents of two National banks, of a contract for the delivery 
of 5,000 bushels of wheat at a stated price during the following 
month. How little we then realized how familiar in a few short 
years — yes, it may be said in a few months — we would become 
with such really legitimate and lawful transactions ; how wide- 
spread, in fact, universal, they would become, and what a mo- 
mentous influence for the welfare of mankind they would exert 
on the commerce of the world. 

The disastrous effects to this agricultural country of the late 
panic would have been intensified several fold by the enforced 
cash marketings from the crop of 1893 and from the immense 
wheat surpluses left over from the excessive crops of 1891 and 
1892 — which enforced marketings became imperative by reason 
of the impecunious condition of the farming community as a 
whole — had not the system of trading in grain for future delivery 
established speculatively higher future prices, which induced 
capitalists to assume and carry the burden of the large stocks 
in all our leading markets. Elevator proprietors and other 
moneyed men made equivalent cash purchases and future sales, 
which protected and benefited them, and to an immense degree 
protected and benefited the farming community, and, in fact, 
the whole country. 

Kadical abuses, such as grain " corners," undue speculation 
and its attendant evils, have been occasional and unavoidable 
accompaniments of this modern system, but these abuses form 
no basis for argument against the method itself. 

The use or abuse of any factor for the good of mankind is 
simply man's treatment of God's gifts. 

Egebtcw E. Williams. 

Notb.— Since the writing of this article, a deficiency of sufficient magnitude in 
the wheat crops of America and of the world has become so definitely assured as to 
promise the, at least temporary, restorationlof values to a level approximating and, 
possibly, greatly above the cost of production. Such a radical change, while fraught 
with serious injury to many producers and consumers, would prove of incalculable 
benefit to the world at large. E. R. W. 
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